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In late 1948, Italy concluded trade and payments 
negotiations with the United Kingdom and the U.S.S.R. 
(see this News Survey, Vol. I, pp. 182, 190, and 207), 
and revised a number of payments agreements. The pur- 
pose was to expand the volume of transactions and to 
place commercial exchanges in better balance than they 
were during 1948, when Italy had an increasing export 
surplus except with the dollar area. 

The payments agreement with Belgium, which had 
come into force on April 18, 1946, expired last September 
15. In view of the increasing, substantial surplus for 
Italy, only barter transactions were permitted during the 
period when a new agreement was being negotiated. 
Under the new agreement signed on December 31, 1948, 
trade will be carried out as a rule on a clearing basis with 
invoices denominated in Belgian francs. Barter trans- 
actions will also be permitted in certain cases. The lists 
of commodities to be exchanged show a substantial in- 
crease in both volume and variety of items, and the an- 
nual turnover should exceed 7 billion Belgian francs 
(about $160 million). 

Since difficulties in regard to Belgian exports con- 
tributed to the substantial Italian surplus at the end of 
September 1948, the new agreement has a special protocol 
listing measures that the Italian authorities have agreed 
to enforce to facilitate imports from Belgium. Payments 
on a clearing basis for both commercial and noncom- 
mercial transactions will be carried out through an ac- 
count denominated in Belgian francs, opened by the 
Italian Foreign Exchange Office with the National Bank of 
Belgium. The credit margin will be 100 million Belgian 
francs. Any debt in excess of this margin will be settled 
at the request of the creditor country in gold or in other 
currencies of its choice, at the exchange rates established 
by the Fund. Any balance existing at the expiration of 
the agreement will be settled within one year. 

The Italian lira-Belgian franc rate will be determined, 
as in the past, every ten days and will be the cross rate 
of (a) the official Belgian franc-dollar rate and (b) the 
lira-dollar rate resulting from the average of the averages 
of the dollar rates in Rome for the preceding month and 
the preceding ten days. Finally, as far as the old pay- 
ments agreement is concerned, 50 per cent of the Italian 
claim on Belgium will be settled in dollars and the other 
half in gold. 

The agreement of January 20, 1948 with Sweden was 
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renewed by a protocol signed on November 26, 1948, to 
be enforced beginning December 1. For commercial 
exchanges, the agreement will still be based on barter 
transactions; some important revisions were approved, 
however, to assure that each barter transaction will in- 
volve two commodities not only of the same value but 
also of the same economic importance. In particular, 
Swedish cellulose needed for rayon and for artificial fibers 
will be exchanged only for Italian textiles; and Swedish 
paper and cellulose required for paper manufacture will 
be exchanged only for Italian yarns, tires, and tele- 
graphic and telephonic cables. 

An agreement signed with Hungary on December 16, 
1948, to replace the 1946 agreement, provides for a sub- 
stantial expansion in the volume of commercial exchanges 
and is a further step toward a normal exchange rate 
system for Italy. This agreement foresees an exchange 
of commodities which should reach at least 8 billion lire 
($14 million) in each direction, although the total value 
is not officially determined (some of the items listed in 
the text are expressed in tons, or in numbers). From 
January to September 1948, the value of commodities 
actually exchanged was only 1.5 billion lire ($2.6 million) 
in both directions. All transactions will be carried out on 
a clearing basis. Barter transactions, the only type of 
transaction under the previous agreement, will be admitted 
under the new agreement only in exceptional cases and 
with the approval of both Governments. 

Payments for both commercial and noncommercial 
transactions on a clearing basis will be carried out through 
an account denominated in lire opened by the National 
Bank of Hungary with the Italian Foreign Exchange Office. 
The credit margin is not to exceed 500 million lire at 
any time. Any debt existing at the expiration of the 
agreement will be settled within six months, either in 
commodities, in U. S. dollars, or in any other currency 
accepted by the creditor country. 

The agreement of May 25, 1948 with the Netherlands 
was renewed on December 16, 1948, and its scope 
widened. Some clauses of the original agreement are to 
be interpreted less restrictively, and more commodities 
will be exchanged. 

The general trend of Italy’s foreign trade in 1948 was 
most promising. Exports in the period January-Septem- 
ber amounted to $702 million, against only $492 million 
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during the corresponding period for 1947; and imports 
remained practically unchanged ($1,116 million, c.i.f., in 
1948 against $1,063 million in 1947). Italy had a sub- 
stantial export surplus with Europe, and some improve- 
ment occurred in her exports to the dollar area. 


EUROPE 


United Kingdom External Accounts 


Total imports of £2,080 million (c.i.f.) and total ex- 
ports and re-exports of £1,648 million (f.o.b.) left the 
United Kingdom with an adverse balance of trade in 
1948 of £432 million, of which about 42 per cent was 
incurred in the last half of the year. The trade figures 
for December suggest that if allowance is made for insur- 
ance and freight charges the U.K. was, at the end of the 
year, closely approaching an over-all balance in its cur- 
rent accounts. 

Gold and dollar reserves increased by £20 million dur- 
ing the fourth quarter of 1948 to £457 million, larger 
receipts under ERP more than offsetting a rise in the net 
gold and dollar deficit of the whole sterling area. It is 
believed that at the end of the year payments by the U.K. 
of dollars for authorized goods exceeded actual reimburse- 
ments from the ECA by about £90 million; the addition 
of this sum would restore the reserves to roughly the 
level of March 31, 1948. The net gold and dollar deficit 
of the sterling area in the last two quarters was running 
at an annual rate only slightly in excess of ERP aid for 
the first twelve months; such aid will, however, progres- 
sively diminish and the substantial deficit with Argentina, 
which has been financed in the past year by the sale of 
railways, is not included in the gold and dollar deficit. 
Sources: The Times, London, England, January 13, 1949; 

The Economist, London, England, January 15, 
1949. 


U.K. Iron and Steel Production 


British steel production in 1948 was 14.88 million 
tons, against 12.7 million tons in 1947. This was 0.4 
million tons more than the target, which was itself raised 
by 0.5 million tons during the year, and exceeded the 
previous record output of 1939 by 1.7 million tons. Pig 
iron production was also a record, at 9.28 million tons 
compared with 7.79 million in 1947. This output was 
achieved largely as a result of the increasing scrap sup- 
plies, particularly from British sources, which yielded 
4.55 million tons. Imports of 0.8 million tons were 
slightly below the target. 

Source: Records and Statistics, Supplement to The Eco- 
nomist, London, England, January 15, 1949. 
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Sources: National Institute for Foreign Trade, Jnforma- 
zioni per il Commercio Estero, Rome, Italy, 
December 2, 9, 16, and 23, 1948 and January 
6, 1949; Neue Ziircher Zeitung, Zurich, Switzer- 
land, December 22, 1948. 


British Coal Production Target for 1949 


The 1949 target for deep mined coal in the United 
Kingdom is 210-215 million tons, compared with the 1948 
target of 200 million tons and actual production in 1948 
of 196.7 million. 


Source: Records and Statistics, Supplement to The Eco- 
nomist, London, England, January 15, 1949. 


Main Features of French 1949 Budget 


Eight different laws will be needed to make France’s 
1949 budget completely effective, though these laws are 
not equally important. As of January 3, when both 
Assemblies adjourned until January 11, only three laws 
were final, including however the most important of all 
that are required. It concerns the maximum appropria- 
tions for ordinary expenditures, military expenditures, 
and, to a certain extent, extraordinary expenditures. 
This law was finally voted on January 3 by the National 
Assembly, overriding an unfavorable vote of the Council 
of the Republic. 

The National Assembly has also voted a detailed 
appropriation of all kinds of expenditures, including 
extraordinary expenditures. These bills are now sub- 
ject to approval by the Council! of the Republic; a hostile 
vote by the Council may however always be overriden by 
the National Assembly. Legislation also has to be 
enacted for the fiscal reform and for Treasury accounts. 

Despite this intricate legislative situation, it may be 
said that the main features of the French budget for 1949 
are now finally voted. In particular, it is now known that 
the ceiling on civilian and military ordinary expenditures 
is 1,250 billion francs: 750 billion for ordinary civilian 
expenditures, 150 billion for equipment of public author- 
ities, and 350 billion for military expenditures. The 
detailed classification of these expenditures is not yet 
final, but no major modifications are anticipated. A 
major outstanding issue concerns the amount of extraor- 
dinary expenditures for reconstruction and equipment. 
These are now tentatively estimated as 270 billion francs 
for reconstruction, 269 billion for equipment, 43 billion 
for the merchant marine, and 38 billion for the railroads. 
These figures are those presented in the bill voted on 
December 25 by the National Assembly, but rejected on 
December 31 by the Council of the Republic, a rejection 
apparently not overridden by the National Assembly on 
January 3. A special tax program of 135 billion francs 
(chiefly through increasing indirect taxation) was voted 
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in final form on January 3, to cover extraordinary expend- 

itures so that the over-all deficit is expected to be com- 

pletely eliminated, except for some 280 billion to come 

from the ECA counterpart fund and 100 billion to be 

borrowed. 

Sources: Le Monde, Paris, France, various issues from 
December 14, 1948 to January 4, 1949. 


Belgian Trade Agreements 


Belgian-Greek commercial relations, which have taken 
an increasingly unfavorable turn since the suspension of 
sterling convertibility, will be improved by the terms of 
a trade agreement signed recently. Trade turnover had 
decreased from a monthly average of $1 million in 1947 
to $0.4 million in October 1948. As Greece now has $13 
million of drawing rights within the framework of the 
European multilateral payments scheme, the new agree- 
ment is able to permit an expansion of Belgian exports 
to Greece to $14.5 million through June 30, 1949; they 
will consist mostly of steel and finished manufactures. 
During the same period, Belgian imports from Greece, 
mostly agricultural products, will amount to $1.5 million. 

Under a new agreement concluded between Belgium and 
Hungary, after long negotiations, total trade turnover 
between the two countries is to aggregate $20.5 million 
between December 1, 1948 and December 1, 1949; this 
represents a 400 per cent increase over 1948. Improve- 
ment in the Hungarian economic situation has increased 
her export capacity and makes it possible for her to in- 
crease imports from Belgium. About 65 per cent of such 
imports will be agricultural products; agricultural machin- 
ery will be another important item. Among Belgian 
exports, 35 per cent will be metal products; other im- 
portant exports will be chemicals, textiles, and a large 
variety of other manufactured products. 

The question of the compensation of Belgian interests 
confiscated by the Hungarian Government is expected to 
be settled shortly. 

Sources: Agence Economique et Financiére, Brussels, 


Belgium, December 27, 28, and 30, 1948. 


Increased Swedish Deliveries to U.S.S.R. 


Sweden’s delivery plans for orders placed by the 
Soviet Union indicate that in 1949 SKr 50 million ($14 
million) will be used under the SKr1 billion Credit 
Treaty between the two countries. From the signing of 
the treaty up to June 30, 1948, deliveries amounted to 
only SKr 28.5 million; and in the second half of 1948 
goods valued at some SKr 20 million were probably de- 
livered. Thus, the value of exports to the Soviet in 1949, 
under the credit agreement, will about equal those in 
1947 and 1948 combined. 

Orders placed by the Soviet Union in Sweden amount 
to some SKr 280 million, including orders already de- 
livered, and Sweden expects that such orders will total 
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about SKr 300 million, which means that only one third 
of the total credit agreed upon will be used. 


Source: Finanstidningen, Stockholm, Sweden, December 
18, 1948. 


Danish-British Trade In 1949 


The Danish Minister of Trade has announced that the 
value of Danish imports from the United Kingdom in 
1949 is expected to reach $260 million, compared with 
$185 million in 1948. The 1949 figure includes military 
costs and brigade expenses, which presumably means the 
cost of imports from the U.K. to the Danish occupation 
force in Germany. Textile imports from the U.K. will 
increase from $12 million to $18 million. The British 
Board of Trade has promised to consider increasing the 
supply of iron sheets and steel sheets to Denmark. Exports 
of meats and cheese from Denmark to the U.K. are ex- 
pected to increase considerably. 

Source: New York Herald Tribune, Paris, France, Decem- 
ber 24, 1948. 


Norway’s Budget Deficit 


The closed accounts of the Norwegian Government for 
the fiscal year 1947-48 showed a total deficit of NKr 126.5 
million, against an estimated deficit of NKr 379 million. 
Total revenue amounted to a little more than NKr 2,429 
million, and total expenditures, including investments in 
roads, railways, electric plants, factories, and the like, 
as well as the service of public debt, was just under 
NKr 2,556 million. The reason for the lower deficit is 
that current revenue totaled NKr 2,415.3 million, while 
the budget had estimated NKr 2,293.7 million. (Current 
revenue in 1946-47 amounted to NKr 2,269.9 million.) 
Since current expenditures amounted to NKr 2,261.3 
million, a surplus of NKr 154 million appeared in the 
current budget, in contrast to the estimated deficit of 
NKr 110 million. 

The balance sheets of State enterprises showed a deficit 
of about NKr 68 million; against this deficit, however, 
should be set an income of NKr 56 million from interest 
accruing to the Government from investments in these 
undertakings. 

Price subsidies amounted to NKr 701.8 million, while 
the budget estimate was NKr 700 million. 

Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, January 6, 1949. 


Greece’s Budgetary Prospects 


The present trend of Greek military expenditure may 
bring about a deficit of 1,700 billion drachmas in the 
1948-49 budget (see this News Survey, Vol. I, pp. 119 
and 199). Available information suggests that if the 
Government’s efforts to ensure additional U.S. aid to 
cover part of the domestic war expenses fail, the deficit 
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will be met by the transfer to current budgetary require- 
ments of funds in both drachmas and foreign exchange 
originally assigned for reconstruction purposes. The 
combined effect of these transfers would be th~ reduction 
to 200 billion drachmas of the budgetary dencit forecast 
for the year 1948-49 (ending June 30, 1949) and cor- 
responding reductions of ECA counterpart funds devoted 
to reconstruction purposes from 1,700 billion drachmas to 
700 billion and of U.S. dollar funds originally designed 
for capital goods imports from $97 million to $47 million. 


Source: To Vima, Athens, Greece, January 7, 1949. 


Inflationary Trend In Western Germany 


Recent reports from Western Germany indicate that 
inflationary pressure has increased greatly in the last few 
months. This is reflected in the continuation of sub- 
stantial price increases for uncontrolled commodities, and 
the growing reappearance of the black market where 
prices again have frequently risen to the levels observed 
prior to the currency reform. The black market rate for 
the U.S. dollar is now DM 19 (compared with the legal 
rate of DM 3.33), and American cigarettes are selling for 
$2.50 a pack. To increase the supply of necessary con- 
sumers’ goods, especially shoes and textiles, the author- 
ities have initiated a mass production program for 
selected commodities at low prices, but the small begin- 
nings of this program have not so far reversed the rising 
price trend. 

The authorities have now resorted to tighter monetary 
controls. The Bank Deutscher Lander recently increased 
reserve requirements for German credit institutions from 
10 per cent to 15 per cent, and requested all credit insti- 
tutions not to increase their credit volume beyond that 
outstanding on October 31. The board of directors of 
the Bank is currently considering raising the discount 
rate of the Lander Central Banks, which the currency 
reform laws had fixed at 5 per cent per annum. 


Source: The Wall Street Journal, New York, N. Y., 
January 5, 1949. 


Lander Budgets of Bizone 


Recent reports indicate that the budget deficits of the 
eight Lander of the Bizone, which developed in the first 
few months following the currency reform, had turned 
into a small surplus by November 1948. Expanding 
production increased total budget receipts from DM 665 
million in August to DM 1,010 million in October, and 
approximately DM 1,280 million in November. The 
corresponding data for budget expenditures have not be- 
come available, but it is reported that in November total 
receipts of the eight Lander taken together exceeded ex- 
penditures by about DM 100 million, and that by the 
end of November the Linder Governments held about 
DM 3,000 million in undisbursed cash balances; cash 


holdings of the German Bizonal Administration amounted 
at that time to about DM 400 million, and those of the 
occupying powers to about DM 350 million. Only one 
Land, Schleswig-Holstein, appears to have a current 
deficit, which is being covered from the surpluses of the 
other seven Lander. 

By November, weekly receipts of the Lander from 
wage, income, corporation, and turnover taxes were 
higher than average receipts from these taxes in 1947, 
despite the reduction of tax rates (on the whole by one 
third) which took place simultaneously with the currency 
reform. The yield of the tobacco tax, has, however, been 
much lower than expected, probably because of tax 
evasions. 

The period covered by these fragmentary data has been 
too short to justify any far-reaching conclusions; the 
inflationary pressure recently reported from Western 
Germany appears, however, not to have been increased by 
budget deficits. 

Source: Neue Ziircher Zeitung, Zurich, Switzerland, 


December 21, 1948. 


Poland’s Industrialization Plan 


During 1947 and 1948, the first two years of Poland’s 
Three-Year Plan, total production exceeded the goals set 
by the Plan. The per capita supply of food (except fats 
and some kinds of meat) is now the same as before the 
war, and per capita industrial production is 100 per cent 
higher than prewar. While production of industrial con- 
sumption goods has developed less rapidly than produc- 
tion of investment goods, it still exceeds the prewar level. 
The rapid increase of industrial production was, to a large 
extent, based on the reconstruction of partly destroyed 
equipment. Output in 1947 was 39 per cent above that in 
1940, and the increase in 1948 is estimated as 31 per cent. 

The Six-Year Plan (1950-55), being a plan of develop- 
ment and not of reconstruction, provides for a much 
slower rate of increase in industrial production. The 
annual increase planned is 11-12 per cent; therefore, at 
the end of the six years industrial production would be 
85-95 per cent higher than in 1949. On the assumption 
that 1949 production will be 20 per cent higher than in 
1948, per capita industrial production would be 400 per 
cent of prewar. 

The largest expansion is planned for the steel, machin- 
ery, and chemical industries. Coal production will in- 
crease by only 22-28 per cent of the quantity planned for 
1949, or to about 100 million tons yearly. Details on the 
expansion of consumption goods industries are not yet 
available. 

Source: Polish Research and Information Service, Biule- 
tyn, New York, N. Y., December 27, 1948. 
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Bulgarian Industrial Production 





The general index of Bulgarian industrial production 
is reported to have risen to 167 (1939=100) in July 1948, 
compared with a monthly average of 115.2 in 1946 and 
of 133.2 in 1947. The index of coal output was 167.4 in 
June 1948 and that of electrical energy was 206.4 in July. 
Sources: Bulletin Mensuel de la Direction Generale de la 

Statistique, Sofia, Bulgaria, January 1948; Free 
Bulgaria, Sofia, Bulgaria, October 15, 1948. 




















MIDDLE EAST 


Egyptian Note Cover 

















Changes between the end of 1947 and late 1948 in the 
Treasury bills and securities held by the National Bank 
of Egypt to cover its note circulation reflected the require- 
ments of a law passed in July 1948. Under this law, any 
increases in the note issue must be covered by Egyptian 
Treasury bills, Egyptian Government securities, or Egyp- 
tian securities guaranteed by the Egyptian Government. 
As a consequence, Egyptian securities in the note cover 
rose from £E 11 million at the end of 1947 to SE 33 mil- 
lion in November 1948; and, on the latter date, the cover 
contained £E 122 million of British Treasury bills and 
British Government securities and £E 6.3 million in gold. 
At the par value communicated to the Fund, i.e., 3.67288 
grams of fine gold per Egyptian pound, the value of 
the gold cover would however be £E 12.9 million. Any 
profits from revaluation would accrue to the Government 
in accordance with its 1941 agreement with the National 


Bank of Egypt. 
Source: Al Asas, Cairo, Egypt, December 28, 1948. 






























































Franco-Syrian Monetary Relations 


In a recent declaration of policy to Parliament, the 
new Syrian Government stated that monetary problems 
will be the first economic problems to be dealt with. 
While willing to institute a new system of issue that would 
ensure complete independence for the local currency, the 
Government is fully aware of the necessity for a prior 
settlement of the Franco-Syrian monetary problem. Such 
a settlement should be realistic, should provide for the 
rapid liquidation of franc balances, and should in no way 
limit national sovereignty in monetary or financial matters. 

Later reports indicate that France has expressed her 
readiness to provide Syria with appreciable quantities of 
goods and industrial equipment in payment for Syria’s 
franc balances. Apparently the Bank of Syria and Leb- 
anon would be a party to the agreement. 

















Sources: Le Commerce du Levant, Beirut, Lebanon, 


January 1 and 5, 1949. 








Financial Situation In Iraq 


The Iraqi budget for 1947-48 showed a deficit of more 
than ID 1 million, mainly because of the fall in the yield 
of agricultural taxes resulting from crop failures, in- 
creased defense expenditure, and higher cost-of-living 
allowances for Government employees. The deficit was 
met by borrowing from the Iraqi currency board, by ad- 
vance payments by the oil companies on account of royal- 
ties, and by drawing on the Government cash balances 
accumulated during the war. 

In the 1948-49 budget, revenue and expenditures were 
estimated at ID 23.5 million and ID 25 million, respec- 
tively; the actual deficit, however, may be higher than 
the estimate of ID 1.5 million. This is due primarily to 
the stoppage of oil shipments to Haifa, which reduces oil 
royalties by one half, increased defense expenditures, and 
the carrying out of some major development projects in 
the Euphrates Valley. To alleviate the tight financial 
situation, the Government has increased customs duties 
and consumption taxes on agricultural and animal prod- 
ucts, and it has been obliged to liquidate part of its liquid 
assets, to borrow ID 3.5 million from the Iraqi currency 
board, and to obtain an advance on royalties from the 
oil companies. A loan of £3 million from Egypt was 
negotiated but did not materialize. 

Iraq’s sterling balances have been decreasing rapidly, 
and the import surplus in 1948 was running at the an- 
nual rate of ID 30 million. In September 1948, the 
Government was obliged to introduce comprehensive im- 
port controls in order to conserve sterling reserves. 
Sources: The Iraq Times, Baghdad, Iraq, August 18, 

1948; Baghdad Chamber of Commerce Maga- 
zine, Baghdad, Iraq, September 1948; The 
Economist, London, England, January 8, 1949. 





FAR EAST 


China’s Rice Crop Estimate 


The 1948 rice crop of China is estimated at 2,360 mil- 
lion bushels (37.2 million short tons milled), the largest 
since 1939, and 4 per cent above 1947 production, ac- 
cording to an estimate based on information from the 
American Consulate General in Shanghai. The harvest, 
however, is only 96 per cent of the 1931-37 average of 
2,453 million bushels (38.6 million tons). In Formosa, 
300,000 to 500,000 tons of rice annually are now avail- 
able for shipment to China proper. From January to No- 
vember 1948, 302,000 tons of rice had already arrived 
in China, and 89,100 tons had been purchased but not 
yet received. 

Sources: Chinese News Service, Press Release, New 
York, N. Y., December 28, 1948; U. S. De- 
partment of Agriculture, Foreign Crops and 
Markets, Washington, D. C., January 3, 1949. 
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Hong Kong Trade 


Imports into Hong Kong during the first nine months 
of 1948 were US$360 million, compared with US$264 
million in the corresponding period of 1947. Exports 
were US$280 million and US$215 million, respectively. 
The main commodity import surpluses were in cereals 
and petroleum; the main export surplus was in textiles. 

The import surplus with the United States was US$46 
million; with the United Kingdom, US$32 million; and 
with China, US$25 million. The main export surpluses 
were with Malaya (US$25 million) and the Philippines. 
Source: Records and Statistics, Supplement to The 

Economist, London, England, January 1, 1949. 


Korean Exchange Rate 


A temporary official exchange rate of 450 won to one 
U.S. dollar, at which the Korean Exchange Bank will buy 
or sell foreign exchange and securities, has been set by 
the Department of Finance of the South Korean Govern- 
ment. All foreign exchange and securities legally ob- 
tained must be sold to or deposited in the Korean Ex- 
change Bank; and gold, silver, and platinum must be 
registered with or sold to the Chosun Bank. Certificates 
for foreign exchange deposits will be issued by the Korean 
Exchange Bank with the approval of the Minister of 
Finance for purposes connected with foreign trade, or 
for the use of students abroad. Such deposit certificates 
may be sold or transferred. 


Source: Korean Affairs Institute, The Voice of Korea, 
Washington, D. C., December 15, 1948. 


Philippine Import Control In Effect 


The Import Control Law (see this News Survey, Vol. I, 
pp. 153 and 209) went into effect on January 1, 1949. 
The purpose of the new regulations is to protect indus- 
tries as well as to conserve dollar exchange. Some 60 
classes of articles covering approximately 125 commod- 
ity items are subject to the new restrictions, in most cases 
irrespective of price. However, automobiles under $3,500 
and inexpensive watches, musical instruments, textiles, 
and fountain pens are exempted from the law. 

Quotas for the commodities on the list are derived by 
applying varying percentage cuts to amounts imported 
in the base period, July 1, 1947 to June 30, 1948. Twenty 
per cent of the quotas thus determined is reserved for 
firms which received no imports of a particular com- 
modity during the base period. Most of the percentage 
cuts are in the 40-60 per cent bracket, but leather manu- 
factures, fresh fruits, and nuts are cut by 20 per cent, 
while rubber soles and bamboo furniture are cut 95 
and 90 per cent, respectively. 

The list is divided into two groups: (a) nonessential 
imports which can be produced or substituted locally, and 
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(b) other (luxury) articles. Included in the first group 
are such items as tobacco products, cotton gray cloth and 
ready-made articles, soaps, shoes and other leather manu- 
factures, wood furniture, matches, and various kinds of 
iron, steel, and chrome furniture. Traders have noted 
the absence from the list of dried fruits, electrical re- 
frigerators, motion picture films, photographic equipment, 
and chinaware. 
Sources: U. S. Department of Commerce, Executive 
Order Implementing Philippine Import Con- 
trol Law, Washington, D. C., December 31, 
1948; Far East Trader, San Francisco, Cali- 
fornia, January 12, 1949. 


UNITED STATES AND CANADA 
ECA Shipments 


Actual shipments under the European Recovery Pro- 
gram totaled $1,592 million from April 1, 1948 to No- 
vember 30, 1948, according to a recent ECA report; this 
figure includes payments of $150.9 million for ocean 
freight. Procurement authorizations for the same period 
totaled $3,684 million, so that actual shipments under the 
program were 43 per cent of authorizations. 

Of the five ERP countries accounting for 86 per cent 
of total shipments excluding payments for ocean freight 
(the United Kingdom, France, Italy, the Netherlands, and 
Western Germany), the U.K. was by far the largest re- 
cipient, receiving about $570 million, or almost 40 per 
cent of the total. France received about $342 million 
(23.7 per cent) ; Italy, about $135 million (9.3 per cent) ; 
the Netherlands, about $107 million (7.4 per cent) ; and 
Western Germany, about $93 million (6.4 per cent). 
The United States continued to be the largest supplier 
of commodities, accounting for $757 million, or nearly 
53 per cent, while Canada and Newfoundland shipped 26 
per cent, Latin America 6 per cent, and the ERP coun- 
tries themselves nearly 9 per cent. 

The importance of agricultural commodities in early 
procurement authorizations continued to be reflected in 
the shipments for the period, accounting for almost 54 
per cent, while industrial commodities accounted for 
about 37 per cent, and payments for ocean freight about 
9 per cent. Procurement authorizations by November 30 
for agricultural commodities accounted for 42 per cent, 
for industrial commodities 50 per cent, and for ocean 
freight 8 per cent. Four commodities made up 65 per 
cent of total shipments: bread grains (from the U.S. and 
Canada) accounted for about 34 per cent; petroleum 
(from the U.S., Persian Gulf area, the Netherlands West 
Indies, and Venezuela) for about 13 per cent; coal (from 
the U.S., Poland, and Western Germany) for about 10 
per cent; and nonferrous metals (from the U.S., Canada, 
and Latin America) for about 8 per cent. 
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Sources: Sixth Report for the Public Advisory Board of 
ECA, Washington, D. C., December 15, 1948; 
Economic Cooperation Administration, Re- 
ported Shipments of Commodities, Washington, 
D. C., January 3, 1949. 


U. S. Farm Price Supports 


President Truman, in his budget recommendations for 
fiscal 1950, estimated that net outlays for agricultural 
price support by the Commodity Credit Corporation 
would be $866 million in fiscal 1949 and $538 million 
in fiscal 1950. These estimates would represent the 
single largest item in expected total agricultural expendi- 
tures for these years, accounting for 48 per cent of the 
total in fiscal 1949 and 32 per cent in fiscal 1950. 

They contrast with net receipts of $200 million by the 
CCC in fiscal 1948, since many market prices have fallen 
to support levels. Large wheat, corn, and cotton crops 
in the 1948 crop year have resulted in loan outlays or 
acquisition of heavy stocks in the current fiscal year. 
Loans on potatoes, eggs, and flaxseed are also expected 
to be large. Production of cotton, wheat, and corn is 
expected to exceed domestic and export requirements for 
the 1949 crop year, and, if 1949 production of these com- 
modities is equal to production for 1948, CCC expendi- 
tures would be larger in 1950 than the $538 million now 
estimated. 

Source: The Budget of the U. S. Government for 1950, 
Washington, D. C. 


Repayments On Canadian Loans 


The press in Canada has reported that France has made 
the first repayment on her postwar loan from Canada. 
Drawings on this credit amounted to $242.2 million and, 
according to the report, the payment of $12.1 million on 
December 31, 1948 was the first of 30 annual payments 
of principal and interest. 

Repayments have also been received from Belgium. 
Drawings on the Belgian credit amounted to $67 million 
as of November 30, 1948. Principal repayments of $2.1 
million were received during 1947, and an approximately 
similar amount is reported as having been received in 
1948. 

Sources: Dominion Bureau of Statistics, The Canadian 
Balance of International Payments, Preliminary 
Statement, 1947, Ottawa, Canada; Minister of 
Finance, Report on Operations Under Part II 
of the Export Credits Insurance Act During the 
Fiscal Year 1947-48, Ottawa, Canada, June 24, 

1948; The Canada Gazette, Ottawa, Canada, 

December 18, 1948; Winnipeg Free Press, 

Winnipeg, Canada, January 1, 1949. 








Canada’s 1948 Mineral Production 


The value of Canada’s mineral production in 1948 is 
estimated to have attained an all-time high of $806 mil- 
lion, 25 per cent above the previous record of $645 mil- 
ion in 1947. The increase in metals was due in large 
part to rising market prices, but there were also sub- 
stantial increases in the tonnage of copper, lead, zinc, 
nickel, and other base metals. Production of gold, at 3.5 
million ounces, was 14 per cent greater than in 1947, 
but still nearly 2 million ounces less than the 1941 record 
of 5.3 million ounces. Silver production, at 15.6 million 
ounces, was 25 per cent above 1947, but still less than 
half of the 1910 record high. 

Among fuels, coal production, at 18.4 million tons, was 
16 per cent above 1947 but slightly below the 1942 record; 
the value, however, at $107 million, exceeded that of 1947 
and 1942 by 38 and 71 per cent, respectively. Striking 
developments in the Leduc oil field in Alberta were re- 
sponsible for the new high output of crude petroleam— 
12 million barrels, or 57 per cent above 1947 production. 
The value of oil output rose 88 per cent, to $37 million. 

Production of asbestos totaled 708 thousand tons in 
1948, up 7 per cent from 1947. Production of all struc- 
tural materials exceeded the 1947 quantities and values 
as a result of increased demand by the construction in- 
dustry. 

Source: Canada, Dominion Bureau of Statistics, Prelim- 
inary Estimate of Canada’s Mineral Production, 
1948, Ottawa, Canada, January 3, 1949. 


LATIN AMERICA 
Latin American Trade Depends On Europe 


A report of the Western Hemisphere division of the 
National Foreign Trade Council points out that future 
trade prospects in Latin America depend on the success 
of ERP and the extent to which it can establish multi- 
lateral trade relations. Latin American exports are cur- 
rently four times the prewar average, but in 1949 ex- 
porters of primary commodities will be faced with grow- 
ing competition from other areas. The gold and foreign 
exchange resources of the Latin American countries, ex- 
cluding Mexico, are estimated at approximately $2.7 bil- 
lion at the end of last August, and the claims on exchange 
for the transfer of corporate earnings and commercial 
obligations at nearly half a billion dollars. The loss of 
dollar reserves has been much greater than the general 
decline in holdings. At the present rate of liquidation, 
several years will be needed to clear up the commercial 
indebtedness of these countries. The report states that, 
if current trends in U.S.-Latin American trade continue, 
the only U.S. exports that will increase in 1949 are those 
to countries where U.S. investment is substantial or where 
ECA purchases are large. ECA purchases, however, have 
been less than anticipated, and prospects for increased 
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U.S. investments are not bright because of the numerous 
barriers to investment and unsatisfactory remittances of 
profits. While the report cites the encouraging feature 
of increasing U.S. imports from Latin America, it points 
out that this increase is not so large as that of U.S. ex- 
ports to Latin America. 

Source: The Journal of Commerce, New York, N. Y., 

January 13, 1949. 


Mexico’s Budget for 1949 


A budget of 2,550 million pesos ($382 million) —10 
per cent larger than last year’s—was presented to the 
Mexican Congress on December 15, 1948. About 23 per 
cent of expenditures was allocated to interest and amor- 
tization of the public debt (external and domestic), 34 
per cent to investment expenditures, such as irrigation, 
electrification, and railroad equipment, 10 per cent to 
education, 10 per cent to national defense, and 5 per cent 
to sanitation. 

The Government expects that in 1949 net revenues will 
amount to 2,372 million pesos. About 21.2 per cent will 
come from income taxes, 13.5 per cent from taxes on the 
exploitation of natural resources, 12.6 per cent from im- 
port taxes, 11.8 per cent from taxes on industries, 11.3 
per cent from taxes on commerce, and 11.3 per cent from 
export taxes. 

Since approximately 110 million pesos will be used to 
amortize the Government debt, the planned net deficit for 
the coming fiscal year will not exceed 70 million pesos. 
Strict regulations have been passed to avoid monthly ex- 
penditures exceeding one twelfth of total estimated ex- 
penditures for 1949. 

Source: El Mercado de Valores, Mexico, D. F., Decem- 
ber 20, 1948. 


OTHER BRITISH COUNTRIES 
West African Money Supply 


Currency circulation in British West Africa rose by 
£WA 6 million during the year mid-1947—mid-1948, to 
£WA 48 million, mainly because of favorable export 
prices. The West African Currency Board held £48.7 
million in investments on June 30, 1948 and also a sub- 
stantial amount in cash. 

Sources: Barclays Bank Review, London, England, Feb- 
ruary 1948; The Financial Times, London, Eng- 
land, December 23, 1948. 


South African Customs Union 


An interim agreement has been signed by the Union 
of South Africa and Southern Rhodesia directed toward 
the re-establishment of a customs union. Goods produced 
in either country are, in general, to be imported free of 
duties and of quantitative restrictions into the other coun- 
try. Until the union is complete, some goods, including 
tobacco and clothing, will remain subject to duty. Some 
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quantitative restrictions remain in force for the time 
being, e.g., on Union imports of Southern Rhodesian 
tobacco, and on Southern Rhodesian imports of cars as- 
sembled in the Union from parts imported from the 
United States and Canada. An article is deemed to have 
been manufactured in either country if at least 25 per 
cent of the factory cost is represented by the products 
and labor of such country, or if at least 50 per cent of 
such cost is represented by the combined products and 
labor of that country and of any other part of the British 
Commonwealth of Nations. The list of Union prohibited 
imports does not apply to Southern Rhodesia. 

The purpose of the two Governments as stated in the 
agreement is to achieve complete removal of all trade bar- 
riers between the two countries, to re-establish a customs 
union, and to extend it to other African states and terri- 
tories. 

Southern Rhodesia is the country with which the Union 
has the greatest export surplus. During the first eight 
months of 1948, Southern Rhodesian imports from the 
Union, at £6.7 million, comprised 24 per cent of total 
imports; and exports to the Union, valued at £0.8 mil- 
lion, were 5 per cent of total exports. 

Sources: Extraordinary Government Gazette, Pretoria, 
Union of South Africa, November 18, 1948; 
Union of South Africa Government Information 
Office, South Africa Reports, New York, N. Y., 
December 22, 1948. 


West Indies Import Controls 


Restrictions on imports from countries outside the 
sterling area into the British West Indies (including Ber- 
muda and the Bahamas) have been relaxed. In future, 
moderate amounts of less essential goods can again be 
imported from such countries. 

Sources: The Journal of Commerce, New York, N. Y., 
January 4, 1949; The Times, London, England, 
January 4, 1949. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 


INTERNATIONAL MONETARY FUND 
Camille Gutt, Chairman of the Executive Board 
and Managing Director 
1818 H Street N.W., Washington 25, D.C. 
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